Lucky Annual Report — 1977 

America's Corporate Foundation; 1977; ProQuest Historical Annual Reports 
Pg- 0- 1 










(in thousands except per share amounts) 


Per common share 





Gross 


Net 

Net 

Cash 

Price range 

1977 

Sales 


margin 


earnings 

earnings 

dividends 

(NYSE) 

Fourth Quarter 

$1,123,165 

$ 

263,846 

$ 

24,014 

$ .57 

$ .19 

13 -14% 

Third Quarter 

956,414 


218,863 


12,017 

.29 

.19 

13% - 15% 

Second Quarter 

928,518 


216,447 


13,275 

.32 

.18 

13% - 16% 

First Quarter 

905,975 


211,092 


11,977 

.28 

.17 

13% - 15% 

Year 

$3,914,072 

$ 

910,248 

$ 

61,283 

$1.46 

$ .73 


1976 









Fourth Quarter 

$ 990,508 

$ 

228,334 

$ 

20,903 

$ .50 

$ .17 

13 - 16 

Third Quarter 

864,130 


190,736 


9,383 

.22 

.17 

12% - 14% 

Second Quarter 

854,869 


188,534 


10,535 

.25 

.16 

12% - 14% 

First Quarter 

815,529 


176,158 


7,984 

.19 

.16 

13% - 15% 

Year 

$3,525,036 

$~ 

783,762 

T 

48,805 

$1.16 

$ .66 



Quarterly data is unaudited. See financial review, page 20. 

Previously reported amounts have been restated to reflect a pooling of interests in the second quarter 1977 
and adjusted for the 3% stock dividend in each year 


THE COMPANY 

Lucky Stores, Inc. is a 
diversified, high volume 
retailer operating more 
than 1,000 stores of various 
types in 31 states. In 
addition to retail stores 
and restaurants, the Company 
also operates warehouses, 
distribution facilities and 
manufacturing plants to 
supply the stores. 

Executive offices of 
the Company are at 
6300 Clark Avenue, 

Dublin, California 94566. 

Counsel: 

Donahue, Gallagher, Thomas 
& Woods 

Oakland, California 

Independent Accountants: 

Price Waterhouse & Co. 


SHAREHOLDER INFORMATION 

The annual meeting of share¬ 
holders will be held May 25, 1978. 
Proxies for use at the meeting 
will be solicited by the separate 
mailing of a notice of the meeting, 
proxy statement and form of 
proxy about April 20, 1978. 

Shareholders may obtain at no 
charge a copy of Lucky’s 10-K 
annual report filed with the 
Securities and Exchange 
Commission by writing to the 
Sec retary at the executive offices. 

The common shares of the 
Company are listed on the 
New York and Pacific Stock 
Exchanges, symbol LKS. 

Transfer Agent: 

Bank of America, N.T. & S.A. 
World Headquarters Bldg. 

San Francisco, Calif. 94120 

Registrar: 

United California Bank 
405 Montgomery Street 
San Francisco, Calif. 94104 
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Your Company achieved re¬ 
cord sales and earnings for the 
year. Volume topped $3.9 billion 
-- up 11 percent over 1976 -- and 
profits exceeded $60 million for 
the first time — an improvement 
of 26 percent. Net earnings for 
1977 were 1.6 percent of sales 
and the return on shareholder 
equity rose to 22 percent. It 
should be recalled that during 
much of 1976 the earnings of 
Lucky’s food stores were nega¬ 
tively affected by extremely low 
retail price levels that existed in 
several operating areas. 1977 was 
an unusual year for consumer ex¬ 
penditures: it started with a good 
first quarter, than flattened out 
during the second and third 
periods, and closed with a very 
strong holiday quarter. Despite 
drastic weather conditions in 
many operating areas and a short 
strike in our Midwestern Region, 
volume is continuing strong in 
the first quarter of 1978. 

Our financial condition re¬ 
mains very sound. Cash stood at 
$27 million at year end and net 
worth increased during the year 
by more than $32 million. Since 
the close of the year, the finan¬ 
cing of the new Vacaville, Califor¬ 
nia warehouse has been com¬ 
pleted for $27 million. No long¬ 
term financing is anticipated 
during 1978 except for real estate. 

Cash dividends were increased 
in the second quarter 1977 to an 
annual rate of 76 cents, the thir¬ 
teenth increase in the past 14 
years. Total cash dividends paid 
on common shares amounted to 
48 percent of net earnings for 
the year. A three percent stock 
dividend was issued in July 1977, 
for the eighteenth consecutive 
year. Since the beginning of the 


current year, your Board has 
declared a first quarter cash 
dividend of 21 cents per share, an 
increase of 10.5 percent over the 
former rate. 

Capital expenditures during 
the year were $58 million, in¬ 
cluding $9 million by real estate 
subsidiaries. A total of 125 stores 
were opened in 1977 for a capital 
outlay of $21 million. A new auto¬ 
mated frozen food warehouse 
and new chemical and beverage 
plants were opened in Southern 
California. 

In July, Lucky acquired 
Atherton Industries, Inc. which 
operates women’s apparel stores 
called Pic-A-Dilly and It’s-A-Dilly. 
Rapid expansion of this new area 
of our business is anticipated. 

Capital expenditures in 1978 
will approximate $75 million. We 
expect to open.about 150 new 
stores. While no new manu¬ 
facturing plants are scheduled 
this year, there will be significant 
activity in the warehousing area. 
The major automated grocery- 
nonfood facility in Vacaville is 
opening this spring, and a new 
apparel distribution center 
opened in New Jersey in Feb¬ 
ruary. 

On March 30, 1978 we an¬ 
nounced an agreement in prin¬ 
ciple with the shareholders of 
Valley Distributing Company, 
Phoenix, Arizona to issue 
3,250,000 Lucky common shares 
in exchange for all the stock of 
Valley, which operates 206 Yellow 
Front family department stores 
and Checker automotive stores 
in 12 western states. We expect 
that the transaction will be com¬ 
pleted during the second quarter 
and accounted for as a pooling 
of interests. 


Many expenses continue to rise 
rapidly. It also appears that in¬ 
flation, particularly in food, will 
rise at a faster rate than in 1977. 
Despite these problems our out¬ 
look for 1978 is positive. Your 
Company has a strong forward 
momentum, a continuing high 
acceptance of its merchandising 
methods, and a tremendous team 
of 47,000 employees -- all serving 
our customers well. 

We would like to thank all of 
the employees of Lucky for their 
dedication and hard work that 
made the success of 1977 pos¬ 
sible, as well as the Board of 
Directors for their help and 
guidance. Most of all, we would 
like to thank you, our 39,000 
shareholders, for your continued 
support as exhibited by your in¬ 
vestment in Lucky. 



W.H. Fisher 
Chairman of the Board 


J.L. Stell 
President 
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(in thousands except per share amounts) 



1977 

1976 

1975 

1974 

1973* 

Sales 

$3,914,072 

$3,525,036 

$3,132,151 

$2,708,939 

$2,340,836 

Gross margin 

910,248 

783,762 

690,879 

589,108 

495,186 

Operating expenses 

783,607 

682,213 

589,240 

497,856 

423,503 

Interest expense, net 

8,112 

7,312 

6,373 

9,154 

6,847 

Federal and state income taxes 

57,246 

45,432 

46,135 

40,365 

31,196 

Net earnings 

$ 61,283 

$ 48,805 

$ 49,131 

$ 41,733 

$ 33,640 

Earnings applicable to common shares 

$ 61,083 

$ 48,597 

$ 48,914 

$ 41,478 

$ 33,293 

Per share: ** 






Primary 

1.46 

1.16 

1.17 

1.00 

.81 

Fully diluted 

1.38 

1.11 

1.13 

.99 

.79 

Cash dividends per common share ** 

.73 

.66 

.60 

.52 

.47 


Earlier years have been restated for 1975 change in accounting for closed store costs and for 1974 and 1977 poolings of interests. 
* Fifty-three weeks. All other years were 52 weeks. 

** Adjusted for 3% stock dividends. 


Lucky’s 1977 sales increase of 
11% over the prior year was 
slightly less than the 12 ’/ 2 % in¬ 
crease of 1976 over 1975. Sales 
of food stores and of department 
and specialty stores increased a 
little less in 1977 than in 1976; 
sales of fabrics declined slightly 
due to the loss of a large whole¬ 
sale customer, but increases in 
restaurant and automotive sales 
were greater in 1977 than in 1976. 

Increases in gross margin ex¬ 
ceeded those in operating ex¬ 
penses during 1977, reversing the 
pattern of the preceding two 
years. The 1977 gross margin 
was 23.3% of sales. This was up 
by 1 percentage point over 1976, 
which had increased by only .2 
over the preceding year. The im¬ 
provement in 1977 resulted in part 

Tots! retail units and !!o< 


Stores opened 
Acquired in pooling 
Stores closed 
Operating at year end 
Total square feet (in thousands) — 
Opened and acquired (net of closings) 
Operated at year end 


from abatement of the intense 
supermarket price competition 
which affected our food opera¬ 
tions throughout 1976, and in pa r t 
from an increase in the propor¬ 
tion of the Company’s total sales 
which arise from its other opera¬ 
tions, all of which produce higher 
gross margins than do food 
stores. 

Operating expenses continued 
to increase during 1977, rising to 
20% of sales, an increase of .7 
compared with increases of .5 
and .4 in the two preceding years. 
The largest increases in 1977, as 
in the prior years, were in wages, 
employee benefits and energy 
costs. Although the rate of in¬ 
crease in the cost of energy has 
slowed somewhat, the rate of 
increase in wages has not. In 

■>r space 

Plan 

1978 1977 1976 


1977 this was especially true of 
wage rates affected by cost of 
living clauses in labor contracts. 

Interest expense has increased 
in each of the last two years as the 
result of long-term borrowing by 
the Company’s real estate sub¬ 
sidiaries to finance new stores 
and other facilities. In 1977 this 
increase was partly offset by 
higher earnings from investment 
of surplus funds, particularly in 
the latter half of the year as short¬ 
term interest rates increased. 

The combined federal and state 
income tax rate has been slightly 
above 48% of pretax profit for 
each of the years since 1974, 
varying by only .1 or .2 as the 
amount of investment credit 
varies in relation to pretax profit. 
Taxes for the years after 1974 
reflect investment credit at the 
10% rate, those for 1974 and 1973 
at the 7% rate. 
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There are now 43 Kragen Auto 
Supply stores in the San Fran¬ 
cisco Bay area and in the central 
valley of California. These stores 
feature a full line of auto parts, 
primarily serving the home auto 
mechanic. About half of the new 
automotive stores to be opened 
in 1978 will be Kragen stores. 

Retail tire operations, which 
had been mostly in the San Diego 
area, expanded northward late in 
1977 by acquiring three Miller tire 
stores in Orange County. Much 
of the growth planned for 1978 
will be in this area. The new stores 
in Southern California will be 
Dorman’s Auto Centers, the very 
successful combination tire and 
auto parts stores we began 
opening in 1973. 

This division also sells and 
services heavy equipment tires, 
operates a retreading plant in San 
Diego for passenger car and truck 
tires and supplies auto parts and 
accessories to the Gemco stores 
and discount centers in Cali¬ 
fornia. 











average 4,000 square fi 
Plan 
1978 

Opened 24 

Closed — 

Operating at 
year end 175 

Total square feet 
(in thousands) 720 


Sirloin Stockade had a strong' 
recovery from 1976 with sales in¬ 
creasing by 21% and pretax pro¬ 
fits up by 45%. 

The rate of new store openings 
was reduced in 1977 to about half 
that of the two preceding years, 
permitting Sirloin Stockade’s 
management to concentrate 
more on the existing operations. 
The results clearly have been 
beneficial, and we now plan to 
accelerate the rate of openings 
for 1978. 

The performance of the new 
2,800 square foot restaurant 
which we began opening late in 
1976 has been encouraging, and 
a majority of the new openings 
planned for 1978 will be of this 
size. These smaller units have a 
low sales volume break-even 


1977 1976 

12 24 

3 2 

151 142 

639 604 





point and thus can be successful 
in cities of smaller population. In 
addition to the benefit of earlier 
profitability, these units also open 
up many potential locations close 
to the central commissary in 
Oklahoma City. 

When we acquired Sirloin 
Stockade, it also had one full 
service dinner restaurant in 
Oklahoma City called Fred 
Gang’s. A second one was 
opened in Memphis, Tennessee 
in 1976. Both have been quite 
successful. During 1977, a small¬ 
er version was opened in Tempe, 
Arizona and is showing evidence 
of similar success. Another is 
planned for 1978. 

A substantial number of the 
Sirloin Stockade restaurants are 
in the north central states. Their 
sales were adversely affected by 
the severe winter weather in that 
region during the latter part of 
1977 and the early part of 1978. 
Sales are now recovering, how¬ 
ever, and we do not expect this 
temporary situation to have any 
significant effect on results for 
1978. 
















Hancock Fabrics 
& Fabric Warehouse 

average 16,000 square feet 
Plan 

1978 1977 1 

Opened 16 10 

Closed 4 4 

Operating at 

year end 158 146 

Total square feet 

(in thousands) 2,550 2,344 2 


We believe that Hancock 
Textile Co. is a unique organiza¬ 
tion. It is a strong combination of 
wholesale and retail sales outlets 
supported by a solid buying staff 
in Tupelo, Mississippi. The 
Tupelo warehouse allows Han¬ 
cock to take advantage of major 
yardage buys from the southern 
mills, which are then doubled and 
rolled or bundled for sale to in¬ 
dependent customers and com¬ 
pany stores. This facility also 
' houses the largest notions ware¬ 
house in the United States. 

The bundling department is 
one of the few in the industry and 
the only one operated by a fabric 
retailer. This gives Hancock ex¬ 
cellent quality control of the bun¬ 
dled yard goods, permitting it to 
offer outstanding values to cus¬ 
tomers. In 1977 this department 
processed about 12 million yards 
of fabric. 

A16,000 square foot expansion 
of the warehouse is under con¬ 
struction to provide additional 
fabric storage space and enlarge 
the selling and display areas 
which are also used for the semi¬ 
annual fashion fabric shows. 
These important sales events for 
buyers and store managers of 
Hancock's independent cus- 


fiBKieisgayii 
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tomers as well as company store 
managers develop a significant 
share of the annual wholesale 
volume. 

It was a tough year in the fabric 
business with a considerable 
number of companies closing 
many of their stores. Hancock’s 
sales declined by 6% during the 
year, but this was principally due 
to the loss of its largest wholesale 
customer for fashion fabrics. A 
majority of the volume loss was 
offset by significant gains in 
comparable store sales. 

Pretax profits were 10.9% of 
sales in 1977. When one con¬ 
siders the volume loss, it is a 
remarkable improvement from 
the 10.5% produced in the prior 
year. This resulted from gross 
profit increases and close con¬ 
trols over operating expenses. 

This subsidiary operates three 
types of retail unit. The regular 
Hancock stores average 15,000 
square feet and feature huge 
assortments of fabrics, patterns 
and notions. Many of the Gemco 


and Memco department stores 
contain fabric departments that 
average 2,800 square feet. In 
1974 the "Fabric Warehouse" 
concept was introduced in a store 
in St. Louis. Hancock now has 11 
of these stores, six of which were 
opened in 1977. We believe that 
these larger stores, with theirhigh 
volume potential and major ap¬ 
peal of low prices, will be the most 
effective type of unit with which 
to enter major metropolitan areas 
where Hancock is not now oper¬ 
ating. 

In the belief that more detailed 
information on sales will provide 
better control over inventories 
and gross margins in fabric 
stores, as it has in qther types of 
retailing, Hancock recently be¬ 
gan testing electronic cash reg¬ 
isters in several of its stores. If, 
as expected, the results are bene¬ 
ficial, their use will be rapidly ex¬ 
tended to other stores. 

We anticipate continued inter¬ 
nal growth of approximately 15 to 
20 stores a year, and expect that 
the ratio of profit to sales will be 
maintained or improved. 









We believe that Lucky is the 
fifth largest factor in food re¬ 
tailing in the United States. 

We operate three different 
types of food unit. Conventional 
supermarkets handle a normal 
assortment of grocery and non¬ 
food products. As we have closed 
smaller and outmoded stores, the 
number of these has decreased 
from 259 stores in 1969 to 196 in 
1977. Discount centers are larger 
stores that feature much wider 
assortments of nonfoods and 
generally include apparel depart¬ 
ments. This concept was intro¬ 
duced in the early 1960s and by 
the end of 1977 we had 37 more 
discount centers than conven¬ 
tional supermarkets. Each of our 
department stores includes a 
24,000 square foot food depart¬ 
ment that handles only grocery, 
meat and produce items. The first 
of these departments was in¬ 
stalled in 1960 and we now 
have 67. 


average 21,000 square feet 
Plan 

1978 1977 

Opened — — 

Closed 14 18 

Converted to 

discount centers — 1 

Operating at 

year end 182 196 

Total square feet 
(in thousands) 3,800 4,074 


3 


215 


4,442 


average 31,000 square feet 


Plan 

1978 

Opened 26 

Converted from 
supermarkets — 

Operating at 
year end 259 

Total square feet 
(in thousands) 8,090 


1977 1976 

36 20 

1 3 

233 196 

7,284 6,059 




Our 429 supermarkets and 
discount centers did a volume of 
$2.5 billion in 1977. These stores 
are located in nine states - Cali¬ 
fornia, Arizona, Washington, 
Nevada, Texas, Illinois, Iowa, 
Wisconsin and Indiana. They 
operate principally under the 
name Lucky, but as Eagle in the 
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Midwest and Texas and as Food 
Basket in San Diego County, 
California. 


All of our food units are ori¬ 
ented toward high sales volume. 



In 1977 our average annual vol¬ 
ume was over $6 million per store, 
one of the highest in the industry. 

Since 1967, ail of the food units 
in the Company have operated on 
a discount pricing format. Our 
policy is to follow a consistent 
pattern of low everyday pricing 
aimed at providing ourcustomers 
with the lowest total food cost, 
day after day, week after week. 
Recently there has been a strong 
industry trend toward the use of 
such promotional devices as 
games, continuity programs and 
trading stamps. Lucky does not 
use such devices. Over any ex¬ 
tended period, this contrast tends 
to reinforce the value provided 
to the customer by Lucky’s every¬ 
day low price method of selling. 
We believe that our policy offers 
the best value to our customers 
and therefore, in the long run, 
will produce the most benefit to 
our shareholders. 

The Consumer Price Index for 
food at home, which had gone up 
only about 2% during 1976, rose 
nearly 6% in 1977. Early indi¬ 
cations for 1978 are that a more 
rapid rise can be anticipated. 

Despite the adverse effects of 
very poor weather in the opening 
months of 1978 and a short strike 
of meat cutters in our Midwestern 
Region, we anticipate that further 
profit improvements will be gen¬ 
erated by this major area of 
Lucky’s business. 
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Department & 

Specially Stores 

This group of general merchan¬ 
dise stores includes our Gemco 
and Memco membership depart¬ 
ment stores, the Pic-A-Dilly and 
It’s-A-Dilly women’s specialty 
apparel stores, the Mays and 
Stacy drug stores and the L & G 
Sporting Goods stores. In total 
they produced 30% of our sales 
and over 42% of our pretax profit 
in 1977. As a group they had an 
excellent year. Sales increased 
17% and profits were up 33% over 
1976, which has been restated to 
include the 1976 results of the 
Pic-A-Dilly and It’s-A-Dilly stores 
for comparability. 



average 110,000 square feet 
Plan 

1978 1977 

Opened 7 6 

Closed — 3 

Operating at 

year end 74 67 

Total square feet 
(in thousands) 8,230 7,459 


From their origin as a single 
store in Anaheim, California ac¬ 
quired in 1960, these stores have 
attained major significance to 
the Company. Their success has 



contributed substantially not 
only to Lucky’s growth in general 
merchandise, but also in food, as 
each of the department stores 
has a large food department 
which produces more than one- 
third of the total store sales. 

Average total sales per store 
increased to $ 18’/2 million during 
1977. The average for the stores 
in California was $ 2 Q ’/2 million. 

Six new stores were opened in 
1977 - one in Arizona, four in 
Southern California and one in 
Reston, Virginia. We closed the 
three Memcos in Illinois, which 
had not performed according to 
our expectations, and converted 
about two-thirds of the selling 
space in each to an Eagle Family 
Center. Jewelry operations, 
formerly a separate division, 
became an organizational unit 
of the department stores. 

Plans for 1978 include three or 
more department stores in Cali¬ 
fornia, one in Texas and one or 
more in the Maryland-Virginia 
area. 


Our import buying division has 
now completed a successful first 
year of operation. More than $4 
million in purchases arrived 
during the year, and orders are 
already placed for an additional 


$3 million. David Grand, Presi¬ 
dent of Le Gran Imports, under 
whose direction the division 
started, is now concentrating 
entirely on its further develop¬ 
ment. 



average 4,000 square feet 
Plan 

1978 1977 1976 

Opened 50 47 42 

Operating at 

year end 190 140 93 

Total square feet 

(in thousands) 700 521 364 

This latest addition to the 
growing family of Lucky’s con¬ 
sumer goods stores was acquired 
in July 1977. At that time there 
were 109 stores, of which 16 had 
been opened during the spring of 
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1977. Bytheendoftheyearaddi- 
tional openings had brought the 
total number in operation to 140. 

Pic-A-Dilly started in the fall 
of 1973 with four stores in the 
San Francisco Bay area and a 
small office in Redwood City. 
By early 1976, its rapid growth 
required a new headquarters and 
distribution center, which is lo¬ 
cated in Menlo Park. The building 
has since been expanded to 
65,000 square feet. Virtually all 
merchandise sold in the stores is 
distributed through this center. 

The merchandising concept of 
the Pic-A-Dilly stores (called It’s- 
A-Dilly in the Los Angeles area) 
is unique; they are able to sell 
women’s brand name fashions at 
30-50% savings. An experienced 
staff of buyers in New York and 
California, in daily contact with 
major fashion houses, buys 
manufacturers’ overruns and 
closeouts of current season mer¬ 
chandise. These are the same 
current year goods that are 
carried by leading department 



stores and specialty shops. Pic- 
A-Dilly is able to buy them at 
reduced costs, remove the labels, 
and sell them at substantially 
reduced retail prices. Buyers 
also cover the Orient for quality 
imported goods. 

For convenience and lower 
operating costs, most stores are 
located in smaller shopping cen¬ 
ters. About 50 stores are planned 
for 1978. Most of these will be in 
the west and southwest where the 
present stores are situated, but 
we expect also to expand into two 
or three additional states. Later 
in the year, we will begin distribu¬ 
tion to stores east of the Rocky 
Mountains from our new apparel 
distribution center in Secaucus, 
New Jersey. 

average 7,000 square feet 
Plan 

1978 1977 1976 

Opened 4 3 — 

Operating at 

year end 13 9 6 

Total square feet 

(in thousands) 96 68 47 



Gemco sporting goods depart¬ 
ment, have done extremely well 
in the last two years. Overall sales 
were up by 26% in 1977. More 
important, comparable store 
sales were up 13%. 

Three new stores opened in 
1977, two in Orange County and 
one in San Diego. Another 
Orange County store was opened 
in February 1978 and four more 
are planned for later in the year. 
We anticipate an accelerated 
growth of sales and profits from 
this group of leisure-oriented 
stores. 


These stores, started in 1970 
largely as an outgrowth of the 



Mays S: Stacy 

average 13,000 square feet 
Plan 

1978 1977 1976 

Closed 2 2- 

Operating at 

year end 18 20 22 

Total square feet 

(in thousands) 225 246 279 


and Wisconsin increased 4% over 
the record year of 1976. Com¬ 
parable store sales (one store 
closed early in the year) were up 
5%. Our one remaining Stacy 
drug-variety store is an important 
adjunct to one of our highest 
volume supermarkets in South¬ 
ern California. 


The drug stores had another 
successful year. Profits of the 
19 Mays stores in Iowa, Illinois 
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Sendee Facilities 


Our distribution centers and other 
service facilities are a vital part of 
our retailing operations, and essen¬ 
tial to their success. They consist 
of warehouses for assembling mer¬ 
chandise and distributing it to the 
stores; manufacturing and process¬ 
ing plants producing various private 
label items; truck fleets to move the 
products; and the offices, garages 
and shops to keep all of them in 
operation. 

Manufacturing and processing 
operations include three bakeries, 
two dairy plants, a delicatessen 
packaging and two meat processing 
facilities, an ice cream plant and 
a candle factory. During 1977 we 
opened new household chemical 
and soft drink bottling plants in 
Southern California. 

The largest of our distribution 
centers is at Buena Park in Southern 


California. It occupies 83 acres of 
land and contains 1.5 million square 
feet of building area comprising 
facilities for food manufacturing, 
processing and distribution and 
nonfood distribution. 

The Northern California distri¬ 
bution center in San Leandro con¬ 
tains almost 1 million square feet of 
facilities similar to those at Buena 
Park. In the spring of 1978 a new 
grocery and nonfood distribution 
center to serve the stores in North¬ 
ern California and Northern Nevada 
is opening in Vacaville, California. 
Within its 868,000 square feet are 
an automated order filling system 
that will handle about 80% of the 
fastest moving grocery items and 
a mechanized nonfood handling 
system. 

Our Midwestern Region is served 
by a 1 million square foot center in 
Milan, Illinois which includes gro¬ 
cery, produce, delicatessen, frozen 
food and nonfood distribution facil¬ 
ities. In Texas, our Eagle Discount 
Centers and Gemco department 
stores are served by a 240,000 
square foot Houston warehouse. 


In addition to these major centers 
serving primarily food and depart¬ 
ment stores, our general merchan¬ 
dise operations are supported by 
soft goods distribution centers in 
Pico Rivera and Menlo Park, Cali¬ 
fornia and Secaucus, New Jersey; 
by a warehouse in Long Beach, 
California serving the jewelry de¬ 
partments; and by two major appli¬ 
ance warehouses in California. 

The automotive stores as well as 
the discount centers and depart¬ 
ment stores in California are served 
by auto parts warehouses in San 
Jose and San Diego, California. 
Tires are supplied to the Dorman’s 
stores in Southern California by a 
tire warehouse and retreading plant 
in San Diego. 

Sirloin Stockade operates a com¬ 
missary in Oklahoma City which 
supplies meat and other items to 
both company and franchise stores. 
Hancock Textile Co. operates a 
fabric and notions warehouse and a 
bundling facility in Tupelo, Missis¬ 
sippi which supplies about 185 in¬ 
dependent retail stores, in addition 
to outlets operated by Hancock. 
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Years ended January 29, 1978 and January 30, 1977 
(in thousands except per share amounts) 


Sales . 

Cost of goods sold 


Expenses — 

Selling, general and administrative. 

Depreciation and amortization. 

Interest, net of interest income of $2,400 and $1,426 


Earnings before income taxes.. 

Income taxes.. 

Net earnings.. 

Earnings per share, adjusted for 3% stock dividend in 1977: 
Primary. 

Fully diluted.... 

'Restated for pooling of interests 

See financial review on pages 15 through 21 


1977 

1976* 

$3,914,072 

$3,525,036 

3,003,824 

2,741,274 

910,248 

783,762 

752,208 

654,179 

31,399 

28,034 

8,112 

7,312 

791,719 

689,525 

118,529 

94,237 

57,246 

45,432 

$ 61,283 

$ 48,805 

$ 1.46 

$ 1.16 

$ 1.38 

$ 1.11 


The statements compare our fiscal years 1977 and 
1976 which are the 52 week periods ended January 29, 
1978 and January 30, 1977. In the statements, dollar 
amounts are shown in thousands, but foreasier reading 
in the financial review, they are shown in millions. 

ACQUISITION 

In July 1977 we acquired all of the outstanding stock 
of Atherton Industries, Inc., a specialty apparel retailer, 
for 3,000,000 Lucky common shares. Because this 
transaction was accounted for as a pooling of interests, 
the financial statements are presented as though 
Atherton had been a subsidiary for both years. Sales 
and net earnings of Atherton were $41.9 million and 
$2.7 million respectively for 1976 and $29.4 million and 
$1.5 million respectively for the six months of 1977 
prior to acquisition. 

EARNINGS 

Primary earnings per share for 1977 increased 26% 
over 1976 after restatement for the pooling of interests. 
Fully diluted earnings per share increased 24%. Pri¬ 
mary earnings per share represent net earnings after 
preferred and preference dividends, divided by the 
weighted average number of common shares out¬ 
standing - 41,963,852 for 1977 and 41,902,928 for 1976 
after restatement for the pooling and adjustments for 
stock dividends. Fully diluted earnings per share give 
effect to shares that may be issued for convertible 


securities and stock options where the effect is to dilute 
earnings per share. 


INCOME TAXES 


In addition to federal income taxes, Lucky pays taxes 
on income to the various states in which it operates. 
Deferred income taxes result primarily from our use 
of accelerated depreciation for tax purposes and 
straight-line depreciation in the financial statements. 

Other than the investment tax credit, the only signi¬ 
ficant difference between the 48% federal statutory 
tax rate and the federal provision is the deduction 
allowed for state taxes on income. 


PROVISION FOR INCOME TAXES 


1977 

Amount % * 


Federal 
Current 
Deferred 
Investment 
tax credits 
Total federal 
State 
Current 
Deterred 
Total state 
Total Income taxes 


$ 52.1 44.0 

.6 .5 

( 3 - 9 ) ( 3 . 3 ) 

48.8 41.2 

8.4 7.1 

8.4 7.1 

$ 57.2 48.3 


1976 

Amount % * 

$ 39.0 41.5 

3.1 3.3 

( 3 - 3 ) ( 3 - 6 ) 

38.8 41.2 

6.4 6.8 

.2 _ . 2 _ 

6.6 7.0 

$ 45.4 48.2 


‘Percent ot earnings before Income taxes 
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(in thousands) 


ASSETS 

1977 

1976* 

Current assets: 

Cash and short-term securities. 

Receivables. 

Inventories. 

Prepaid expenses and supplies. 

Reimbursable costs of property underdevelopment. 

Jan. 29, 1978 

. $ 26,727 

. 29,157 

. 361,261 

. 19,345 

. 39,594 

Jan. 30, 1977 

$ 32,509 
30,844 
327,358 
16,632 
19,258 

Total current assets. 

. 476,084 

426,601 

Property and equipment at depreciated cost: 

Lucky. 

Real estate subsidiaries. 

. 182,926 

. 69,856 

164,560 

63,325 


252,782 

227,885 

Licenses, receivables and otherassets. 

Excess of cost over net assets acquired. 

. 10,526 

. 13,831 

10,592 

13,981 


$753,223 

$679,059 


•Restated for pooling of interests 

See financial review on pages 15 through 21 


CAPITAL EXPENDITURES 

Expenditures for new facilities, equipment and im¬ 
provements amounted to $58 million in 1977 compared 
with $52 million in 1976. Our investment in property 
and equipment at each yearend was as follows: 

Real estate 
Lucky subsidiaries 

1977 1976 1977 1976 

$ 12.0 $ 11.4 $57.8 $52.6 

39.3 36.4 

289.5 253.1 6.2 4.6 

340.8 300.9 64.0 57.2 

160.8 138.6 15.2 13.0 

180.0 162.3 48.8 44.2 

2.9 2.3 21.1 19.1 

$182.9 $164.6 $69.9 $63.3 

The real estate subsidiaries are wholly owned by 
Lucky, and their properties are'leased to Lucky. The 
properties have been financed through various insti¬ 
tutional lenders with mortgages equal to the original 
investment and are pledged to secure the mortgage 


notes payable. This method of financing allows Lucky 
to own selected properties with no initial down pay¬ 
ment. At January 29, 1978 reimbursable costs of 
property under development include $35.2 million 
which will be held by consolidated real estate sub¬ 
sidiaries. We have long-term financing commitments 
for substantially all of this property. 

FINANCING 

In addition to working capital supplied by operations, 
Lucky provides for its expansion program through 
various short-term and long-term borrowings. 

Short-Term Borrowing 

The maximum monthend borrowing was $15.0 million 
during 1977 and $20.0 million during 1976. Average 
daily borrowings were not significant. The average 
interest rate on such borrowing was 7.7% in 1977 and 
6.5% in 1976. 


Buildings 

Leasehold costs and 
improvements 

Fixtures and equipment 

Less - Accumulated 
depreciation and 
amortization 

Land 
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LIABILITIES AND SHAREHOLDERS’ EQUITY 


1977 1976* 

Jan. 29, 1978 Jan. 30, 1977 


Current liabilities: 

Accounts payable. 

Current instalments on long-term obligations 

Accrued liabilities. 

Accrued income taxes. 

Total current liabilities. 


Long-term obligations - instalments due after one year: 

Lucky. 

Real estate subsidiaries. 

Deferred income taxes . 


Contingencies - Litigation 
Shareholders’ equity: 

Preferred and preference shares, authorized 100,000 shares, 

$50parvalue; 1,000,OOOshares without parvalue. 

Common shares, authorized 100,000,000 shares, $1.25 par value 

Capital in excess of parvalue of shares issued. 

Retained earnings. 

Total shareholders’ equity. 


$180,258 

$160,930 

4,026 

5,211 

100,247 

82,236 

25,023 

23,652 

309,554 

272,029 


65,295 

70,678 

71,775 

64,844 

21,833 

19,083 


4,426 

4,773 

52,528 

50,982 

133,466 

118,698 

94,346 

77,972 

284,766 

252,425 

$753,223 

$679,059 


Long-Term Obligations 


The 1977 yearend balances are: 

Current Due atter 
Instalments one year 

Lucky - 

6 3 /«% convertible subordinated 
debentures, due in 2000 $40.0 

8'/j% sinking fund debentures, 
due in 1998 $1.3 22.5 

5% convertible subordinated 

debentures, due in 1993 .5 

Other _.9_ 2.3 

$2.2 $65.3 

Real estate subsidiaries 5'/«% to - - 

9V»% mortgage notes $1.8 $71.8 


The 6 %% convertible subordinated debentures were 
issued in July 1975 to provide funds for our capital 
expenditure program. They are callable at prices de¬ 
creasing from 105.74% in 1978 to 100% after July 15, 
1995 and require annual sinking fund deposits of $2.2 
million beginning July 15, 1986. The debentures are 
convertible into 69 common shares for each $1 thou¬ 
sand of principal. The 8 '/ 2 % sinking fund debentures, 
which were issued in 1971, are callable at prices de¬ 
creasing from 105.53% of face value in 1978 to 100% 
in 1991 and require annual sinking fund deposits of 


$1.25 million through 1996. The 5% convertible de¬ 
bentures, which were issued in 1968, are convertible 
into 119 common shares for each $1 thousand of 
principal and are callable at prices decreasing from 
103.00% of face value in 1978 to 100% in 1990. The only 
other significant long-term borrowings have been by 
wholly owned real estate subsidiaries to finance ac¬ 
quisition of property. 

Required sinking fund deposits and principal pay¬ 
ments on long-term debt in each of the four years after 
1978 are: 

Fiscal year Lucky Real estate subsidiaries 


1979 $2.3 

1980 1.8 

1981 1.6 

1982 1.5 


$1.9 

2.1 

2.2 

2.4 


SHAREHOLDERS’ EQUITY 


Preferred and Preference Shares were issued in prior 
years’ acquisitions, are entitled to one vote each and 
are redeemable at $50 a share after various stipulated 
dates. Substantially all are convertible into common 
shares. If all conversion privileges are exercised, 
233,523 additional common shares will be issued. 

Qualified Stock Options are granted to key employees 
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Years ended January 29, 1978 and January 30, 1977 
(in thousands) 


SOURCES OF WORKING CAPITAL 1977 1976* 


-Operations: 

Net earnings. $ 61,283 $ 48,805 

Expenses not affecting working capital: 

Depreciation and amortization. 31,399 28,034 

Deferred income taxes . 2,750 3,791 

95,432 80,630 

Disposition of property, plant and equipment. 1,936 1,643 

Conversion of convertible securities 

and exercise of stock options. 1,170 414 

Decrease in licenses, receivables and other assets . 66 28 

Long-term borrowings: 

Real estate subsidiaries. 8,761 13,486 

Other. .79_ 1,718 

Total sources. 107,444 97,919 


USES OF WORKING CAPITAL 

Cash dividends. 29,765 25,517 

Additions to property and equipment: 

Lucky. 49,321 38,897 

Real estate subsidiaries. 8,761 13,486 

Reduction of long-term obligations. 7,100 5,218 

Conversion of convertible securities. 539 283 

Total uses. 95,486 83,401 

Working capital increase . $ 11,958 $ 14,518 


•Restated for pooling of interests 

See financial review on pages 15 through 21 


under a plan approved by the shareholders in 1969. 
The option price may not be less than the fair market 
value at the time of grant. Except to a limited extent in 
event of the retirement or death of the optionee, options 
may not be exercised within two years from the date of 
grant or after the expiration of five years, and terminate 
upon termination of employment. No options may be 
granted under this plan after December 31, 1978. 

At the end of 1977, options for 1,076,922 shares were 
outstanding, representing grants from 1973 through 
1977 at prices ranging from $7.32 to $15.75 per share. 
Options for 420,562 shares are available for future 
grants. 


STOCK OPTION ACTIVITY 

1977 

1976 

Options outstanding at 
beginning ol year 

1,142,080 

986,176 

Adjustment for 3% 
stock dividend 

30,873 

26,916 

Granted at $13.63 to $15.75 per 
share In 1977 and $12.99 to 
$14.61 per share In 1976 

141,850 

300,200 

Exercised at $7.32 to $16.39 
per share In each year 

( 61,434) 

{ 13,537) 

Terminated 

( 176,447) 

( 157,675) 

Options outstanding at 
end of year 

1,076,922 

1,142,080 


At January 29, 1978 4,125,534 authorized but un¬ 
issued common shares were reserved for issuance 
upon conversion of convertible securities and exercise 
of stock options outstanding. 

LONG-TERM LEASES 

Most of our stores and some of our other facilities are 
leased from outside parties. Many of the leases have 
renewal options for periods ranging from five to thirty 
years. Some give us the option to buy the property at 
certain times during the initial lease term for approxi¬ 
mately its estimated fair market value at that time, and 
some require Lucky to pay taxes and insurance on the 
leased property. 

RENT EXPENSE 1977 1976 

Minimum rent $51.7 $46.3 

Additional rent based on sales 7.6 6.3 

$59.3 $53.1 

During 1976, the Financial Accounting Standards 
Board issued Financial Accounting Statement No. 13 
(FAS 13) "Accounting for Leases." FAS 13 requires 
those leases defined as "capital leases" which are 
entered into after January 1,1977 to be capitalized and 
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ANALYSIS OF WORKING CAPITAL CHANGES 

Increase (decrease) in current assets: 

Cash and short-term securities .. 

Receivables. 

Inventories. 

Prepaid expenses and supplies. 

Reimbursable costs of property underdevelopment 


(Increase) decrease in current liabilities: 

Accounts payable. 

Current instalments on long-term obligations 

Accrued liabilities. 

Accrued income taxes. 


Working capital increase . 

Working capital beginning of year 
Working capital end of year. 


the related lease obligations to be recorded as liabilities. 
The lease obligations entered into by Lucky after 
January 1, 1977 which meet the capitalization require¬ 
ments of FAS 13 are immaterial. 

In 1978, Lucky will be required to restate its financial 
statements retroactively to apply the capitalization 
criteria of FAS 13 to pre-1977 leases. Assets and 
liabilities to be included in the balance sheet as the 
result of this restatement will be as follows: 

Assets under capital lease, - 1977 1976 

net ol accumulated amortization $102.8 $100.8 

Related lease obligations 123.9 120.5 

The effect will be to reduce retained earnings at the 
beginning of 1976 by $8.9 million and net earnings by 
$0.8 million for 1977 and $0.7 million for 1976. 

Amounts capitalized under FAS 13 will be amortized 
on a straight-line basis and interest on the related 
obligation will be charged to expense. This will result 
in charging to expense more than the actual rent paid 
in the early years of a lease and less than the actual 
amount paid in later years. 

Minimum rent on all noncancellable leases in effect 
at January 29,1978andthepresentvalueofthose which 


1977 _1976* 


($ 5,782) 

( 1,687) 

33,903 
2,713 
20,336 

$ 14,419 
1,762 
39,586 
1,764 
4,969 

49,483 

62,500 

( 19,328) 
1,185 
( 18,011) 

( 1,371) 

( 13,370) 

( 1,143) 

( 15,979) 

( 17,490) 

( 37,525) 

( 47,982) 

11,958 

154,572 

14,518 

140,054 

$166,530 

$154,572 


meet the FAS 13 capitalization criteria are: 
Fiscal year Capital leases 

1978 $ 15.2 

1979 15.1 

1980 14.6 

1981 13.9 

1982 13.4 

Thereafter 178.1 


Total minimum rent 250.3 

Executory costs ( 2.2) 

Imputed Interest (124.2) 

Present value of net 
minimum rent SI 23-9 

PENSION PLANS 

Lucky has trusteed, noncontributory pension plans 
covering most salaried employees. Costs for these 
plans are determined by independent actuaries. The 
amount included in expense was $2.6 million in 1977 
and $2.0 million in 1976. 


Other leases 


$ 35.4 
35.0 
33.7 

32.5 

31.5 
410.8 

$578.9 
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(shares and amounts in thousands) 


Preferred and 
preference shares 
Shares Amount 


Balance, February 1,-1976: 

As previously reported 
Adjustment to reflect 1977 
pooling of interests 
As restated 
Net earnings for 1976* 

Dividends: 

Preferred and preference 
Common — 

Cash, 66$ a share 
Common shares, 3% (at 
approximate market value) 
Conversion of convertible securities 
and exercise of stock options 
Balance, January 30, 1977 
Net earnings for 1977 
Dividends: 

Preferred and preference 
Common — 

Cash, 73$ a share 
Common shares, 3% (at 
approximate market value) 
Conversion of convertible securities 
and exercise of stock options 
Balance, January 29,1978 

•Restated for pooling of interests 

See financial review on pages 15 through 21 


INCENTIVE COMPENSATION PLANS 

Lucky has incentive compensation plans for store 
management and other management personnel Pro¬ 
vision for payments to be made under the plans is 
based on pretax earnings in excess of a specified return 
on capital employed in Lucky’s operations. Total pro¬ 
visions under these plans were $10.2 million in 1977 
and $7.8 million in 1976. 

LITIGATION 

Civil suits have been brought against Lucky for sub¬ 
stantial damages under the antitrust laws and for cer¬ 
tain other matters. 

Among these are 18 lawsuits against Lucky and others, 
including many of the nation’s largest food retailers, 
alleging violation of the antitrust laws in connection 
with the purchase and sale of beef. These cases in¬ 
clude purported class actions that could involve as 
plaintiffs all persons in the United States engaged in 
the business of raising and selling cattle. These actions 
seek substantial damages and other relief, and adverse 
judgments could have a significant impact on the 
Company and its business. It is not possible to predict 


_ Capital in excess 

.Common shares of par va | ue of Retained 


Shares 

Amount 

shares issued 

earnings 

36,644 

$45,805 

$106,901 

$69,659 

3,000 

3,750 

( 3,481) 

1,316 

39,644 

49,555 

103,420 

70,975 

48,805 

( 208) 

(25,309) 

1,100 

1,375 

14,916 

(16,291) 

42 

52 

362 


40,786 

50,982 

118,698 

77,972 

61,283 

( 200) 

(29,565) 

1,134 

1,418 

13,726 

(15,144) 

103 

128 

1,042 


42,023 

$52,528 

$133,466 

$94,346 


their outcome. Judgments of dismissal have been 
entered in 11 of these cases and plaintiffs have appealed 
from those judgments in 10 cases. The remaining 7 
cases are in various preliminary procedural stages. 
The Company intends to defend itself vigorously in all 
of these cases. 

Management believes that the charges made against 
the Company in these pending lawsuits are not justified 
and that it is unlikely that these lawsuits will have a 
material effect on the financial condition of the 
Company. 

SEGMENT INFORMATION 

Segment information for the year 1977 is on page 24. 


QUARTERLY DATA (Unaudited) 

Refer to inside front cover for the sales, gross margin 
and net earnings for each quarter of 1977 and 1976. 

REPLACEMENT COST (Unaudited) 

Securities and Exchange Commission (SEC) rules 


97 $4,845 


97 4,845 


( 2) ( _72) 

95 4,773 


( 7) ( 347) 

88 $4,426 


20 
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require us to include information on estimated replace¬ 
ment cost for certain assets and the effect of such cost 
on the related expenses in our Form 10-K annua! report 
to be filed with the SEC. The current replacement cost 
of our inventories and productive capacity and the 
related cost of sales and depreciation calculated using 
replacement costs are generally higher than the com¬ 
parable historical costs. For reasons stated in Form 
10-K, management believes that this replacement cost 
information cannot be used either to determine reliably 
the effect of inflation on the Company’s financial posi¬ 
tion and results of operations or to make comparisons 
of Lucky with other companies. 

Summary of Accounting Policies 

Lucky’s accounting policies conform with generally 
accepted accounting principles, are appropriate to 
the Company’s business and are consistently applied. 
The significant policies are described here to aid in 
understanding and evaluating the financial statements 
and other information in this report. 

Consolidation: The consolidated financial statements 
include accounts and operating results of all subsid¬ 
iaries. All significant intercompany accounts and 
transactions have been eliminated. 

Sales include the rent received from concessions in 
membership department stores, but not the sales made 
by the concessions. 

Inventories are valued at the lower of cost (first-in, 
first-out or average) or market. 

Depreciation is computed for the financial statements 
using the straight-line method and the estimated useful 


lives of buildings, fixtures and equipment. Leasehold 
costs and improvements are amortized over their 
estimated useful lives or the remaining lease term, 
whichever is shorter. Any net loss or gain on items of 
property retired or otherwise disposed of is charged 
or credited to income. 

Maintenance and repairs are charged to expense 
as incurred and major improvements are capitalized. 

Investment tax credits reduce income taxes in the 
year eligible equipment is put into use. 

Preopening costs of new stores are charged to ex¬ 
pense in the year the store opens. These costs are 
primarily labor to stock the store, preopening adver¬ 
tising, store supplies and other expendable items. 

Closed store costs: Future costs relating to closed 
stores are charged to income in the year the costs can 
be determined, usually when the store is subleased 
for the remaining term of the lease. 

Pension plan costs, including current service costs 
and amortization of past service costs (generally over 
30 years), are charged to expense and funded by con¬ 
tributions to the Trusts each year. 

Excess of cost over net assets acquired relates to 
acquisitions before 1971. The amounts assigned to 
operations which management has determined to have 
a limited life are amortized using the estimated re¬ 
maining life. The remainder is not being amortized, 
because management believes it represents an asset 
with continuing value. 



Oakland, California 
March 21, 1978 


To the Board of Directors and Shareholders of Lucky Stores, Inc. 

In our opinion, the consolidated financial statements appearing on pages 15 through 21 of this report present fairly 
the financial position of Lucky Stores, Inc. and its subsidiaries at January 29,1978 and January 30,1977, and the 
results of their operations and the changes in their financial position for the fiscal years then ended, in conformity 
with generally accepted accounting principles consistently applied. Our examinations of these statements were 
made in accordance with generally accepted auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered necessary in the circumstances. 

Price Waterhouse & Co. 
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(not covered by report of Independent accountants) 


(dollars in thousands 
except per share amounts) 

SALES! 

Percentage Increase Over Prior Year 
10 Year Compounded Rate of Increase 
Average Annual Sales Per Food Unit 

EARNINGSf 

Before Income Taxes 
Income Taxes 
Net Earnings 

Percentage Increase Over Prior Year 
10 Year Compounded Rate of Increase 
As a Percent of Sales 

As a Percent of Common Shareholders’ Equity 
Earnings Per Share - Primary 
Earnings Per Share - Fully Diluted 

DIVIDENDS 

Total Cash Dividends Paid on Preferred Shares 
Total Cash Dividends Paid on Common Shares 
Percentage of Net Earnings 
Dividends Paid Per Common Share 
In Cash 
In Shares 

Common Stock Distribution 

SHAREHOLDERS 

Number of Common Shareholders of Record 
Number of Common Shares Outstanding 
Price Range of Common Shares on NYSE 

OTHER INFORMATION 

Current Assets 
Current Liabilities 
Working Capital 

Long-Term Debt - Operating Companies 
Long-Term Debt - Realty Subsidiaries 
Shareholders’ Equity 
Preferred 
Common 

Per Common Share 

Capital Expenditures - Operating Companies 

Capital Expenditures - Realty Subsidiaries 

Depreciation and Amortization 

Inventories 

Interest Expense, net 

Investment Credit 

Federal and State income Taxes - Percent 
of Earnings Before Taxes on Income 

Number of Employees 


52 Weeks 

52 Weeks 

1977 

1976 

$3,914,072 

$3,525,036 

11.0 

12.5 

18.9 


6,043 

5,761 


$ 118,529 

$ 94,237 

57,246 

45,432 

61,283 

48,805 

25.6 

(•7) 

16.0 


1.6 

1.4 

21.9 

19.7 

1.46 

1.16 

1.38 

1.11 


$ 200 

$ 208 

29,565 

25,309 

48.6 

52.2 

.73 

.66 

3% 

3% 


38,694 

38,387 

42,022,784 

37,785,811 

16.33-13.00 

16.02-12.37 

$ 476,084 

$ 426,601 

309,554 

272,029 

166,530 

154,572 

65,295 

70,678 

71,775 

64,844 

4,426 

4,773 

280,340 

247,652 

6.67 

5.91 

49,321 

38,897 

8,761 

13,486 

31,399 

28,034 

361,261 

327,358 

8,112 

7,312 

3,945 

3,320 

48.3 

48.2 

47,000 

45,000 


52 Weeks 

52 Weeks 

1975 

1974 

$3,132,151 

$2,708,939 

15.6 

15.7 

5,530 

5,122 


$ 95,266 

$ 82,098 

46,135 

40,365 

49,131 

41,733 

17.7 

24.1 

1.6 

1.5 

21.9 

21.0 

1.17 

1.00 

1.13 

.99 


$ 217 

$ 255 

23,062 

19,501 

47.4 

47.3 

.60 

.52 

3% 

3% 


38,667 

38,786 

36,644,229 

35,439,796 

16.26-9.84 

12.44-6.86 

$ 364,101 

$ 299.803 

224,047 

214,782 

140,054 

85,021 

72,765 

35,071 

52,983 

50,434 

4,845 

5,238 

223,952 

198,306 

5.35 

4.75 

35,673 

34,736 

4,000 


25,246 

22,098 

287,772 

253,393 

6,373 

9,154 

3,154 

1,885 

48.4 

49.2 

42,000 

39,400 


Year prior to 1977 have been adjusted for stock dividends and distributions, 
t Sales and-earnings for years 1968 through 1976 restated to reflect poolings of interests, 
tt Earnings exclude non-recurring gain in 1969. 
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53 Weeks 

52 Weeks 

52 Weeks 

1973 

1972 

1971 

$2,340,836 

$2,019,556 

$1,818,061 

15.9 

11.1 

13.9 

4,522 

4,224 

4,027 


$ 64,836 

$ 59,394 

$ 62,725 

31,196 

27,800 

31,084 

33,640 

31,594 

31,641 

6.5 

(•1) 

10.5 

1.4 

1.6 

1.7 

19.4 

20.6 

23.7 

.81 

.82 

.84 

.79 

.81 

.81 


$ 347 

$ 371 

$ 335 

16,961 

15,377 

12,810 

51.5 

49.8 

41.5 

.47 

.43 

.41 

3% 

3% 

3% 

100 % 


36,491 

33,558 

29,485 

32,631,050 

31,336,231 

30,057,642 

13.88-8.77 

19.08-11.32 

19.16-13.19 


$ 263,759 

$ 230,531 

$ 212,786 

187,532 

157,103 

137,618 

76,227 

73,428 

75,168 

36,700 

40,921 

45,077 

51,760 

49,702 

45,354 

6,502 

8,763 

8,061 

173,285 

153,094 

133,409 

4.17 

4.02 

3.54 

31,453 

34,545 

30,314 

3,310 

5,535 


19,143 

16,308 

14,186 

220,620 

179,939 

153,754 

6,847 

6,567 

5,769 

1,926 

2,016 

740 

48.1 

46.8 

49.6 

34,000 

32,500 

31,000 


52 Weeks 

52 Weeks 

53 Weeks 

1970 

1969ft 

1968 

$1,596,498 

$1,349,101 

$1,088,927 

18.3 

23.9 

56.8 

3,854 

3,545 

3,091 


$ 57,891 

$ 50,594 

$ 34,220 

29,267 

26,918 

17,499 

28,624 

23,676 

16,721 

20.9 

41.6 

20.7 

1.8 

1.8 

1.5 

26.2 

28.4 

31.1 

.77 

.67 

.48 

.74 

.62 

.44 


$ 224 

$ 198 

$ 95 

10,960 

8,571 

6,657 

39.1 

37.0 

40.4 

.35 

.30 

.24 

3% 

3% 

3% 


100 % 



25,276 

23,658 

21,365 

12,781,766 

11,949,440 

5,468,433 

16.06-9.15 

13.32-8.88 

10.59-6.35 


$ 174,420 

$ 129,103 

$ 99,580 

128,015 

97,985 

73,195 

46,405 

31,118 

26,385 

24,719 

34,833 

48,484 

46,342 

41,012 

32,730 

8,072 

8,074 

8,103 

109,325 

83,449 

53,718 

2.95 

2.33 

1.57 

24,775 

21,831 

15,629 

6,250 

8,910 

9,778 

12,430 

10,249 

8,671 

131,877 

103,587 

82,336 

5,877 

4,764 

4,171 

631 

839 

1,034 

50.6 

53.2 

51.1 

26,000 

23,300 

19,700 
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Sales (In Millions) 

1977 

1976 

1975 

1974 

1973 

FOOD STORES 

$ 2,514 

$ 2,305 

$ 2,096 

$ 1,845 

$ 1,623 

Percent of Total Sales 

64.2% 

65.4% 

66.9% 

68.1% 

69 3% 

DEPARTMENT AND SPECIALTY 






STORES (Excluding Concessions) 

- 1,175 

. 1,006 

834 

691 

561 

Percent of Total Sales 

30.0% 

28.5% 

26.6% 

25.5% 

'' 24.0% 

FABRICS 

116 

123 

115 

103 

101 

Percent of Total Sales 

3.0% 

3.5% 

3.7% 

3.8% 

4.3% 

RESTAURANTS 

58 

48 

43 

32 

22 

Percent of Total Sales 

1.5% 

1.4% 

1.4% 

1.2% 

.9% 

AUTOMOTIVE 

51 

43 

44 

38 

34 

Percent of Total Sales 

i.3% 

1.2% 

1.4% 

1.4% 

1.5% 

TOTAL SALES 

$ 3,914 

$ 3,525 

$ 3,132 

$ 2,709 

$ 2,341 

Earnings — Pretax (in Thousands) 






FOOD STORES 

$48,705 

$38,656 

$44,659 

$42,999 

$33,586 

Percent of Total Earnings 

41.1% 

41.0% 

46.9% 

52.4% 

51.8% 

DEPARTMENT AND 






SPECIALTY STORES 

50,481 

37,857 

32,002 

23,011 

16,367 

Percent of Total Earnings 

42.6% 

40 2% 

33.6% 

28.0% 

25.2% 

FABRICS 

12,604 

12,967 

14,090 

12,512 

12,091 

Percent of Total Earnings 

10.6% 

13.7% 

14.8% 

15.2% 

18.7% 

RESTAURANTS 

3,362 

2,318 

2,898 

2,129 

923 

Percent of Total Earnings 

2.8% 

2.5% 

3.0% 

2.6% 

1.4% 

AUTOMOTIVE 

3,377 

2,439 

1,617 

1,447 

1,869 

Percent of Total Earnings 

2.9% 

2 6% 

1.7% 

1.8% 

2.9% 

TOTAL EARNINGS 

$118,529 

$94,237 

$95,266 

$82,098 

$64,836 


Intersegment sales are not material. Entering into 
the determination of pretax earnings for 1977 are 
general corporate expenses and net interest expense 
arising from general corporate debt and investments 
totaling $6.3 million. These expenses are allocated to 
food stores, department and specialty stores and 
automotive based on sales or assets employed, ac¬ 
cording to the nature of the expense. These expenses 
are not allocated to the fabric and restaurant sub¬ 
sidiaries. 


Assets are those directly employed by each segment 
or allocated on the basis of estimated usage. Corporate 
assets are principally cash and the corporate head¬ 
quarters property. 


Assets employed at January 29, 1978 and capital ex¬ 
penditures and depreciation and amortization for 
1977 (in millions) are: 


Food stores 
Department and 
specialty stores 
Fabrics 
Restaurants 
Automotive 
Corporate 

Total 
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Mr. Fisher Mr. Woods 
Mr. Owen Mr. Plant 


□ Gerald A. Awes - Chairman of the Executive Committee 

b Dr. Reed L. Buffington - President of Chabot College, Hayward, California 

□ n William H. Dyer, Jr. - Retired, Formerly Chairman of the Board of Directors 

□ ■ F.A. Ferroggiaro - (Honorary Chairman) Retired, Formerly Chairman 

of the Board of Bank of America 

□ Wayne H. Fisher - Chairman of the Board of Directors 

and Chief Executive Officer 

Don C. Frisbee - Chairman of the Board and President of Pacific Power & 
Light Company, Portland, Oregon 

John H. Hoefer - Chairman of the Board of Hoefer, Dieterich & Brown, 
advertising agency, San Francisco, California 
b Mary E. Lanigar - Retired, Formerly Partner in Arthur Young & Company, 
certified public accountants, San Francisco, California 
Ivan Owen - Senior Vice President and Treasurer 
James A. Petit - President of Rancho Del Viento, Inc 
farming, King City, California 

a Forrest A. Plant - Partner in the law firm of Diepenbrock, Wulff, 

Plant & Hannegan, Sacramento, California 
S. Donley Ritchey - Executive Vice President 
B Dwight E. Stanford - President of Leisure Time Sports, operator of 
bowling centers, San Diego, California 

□ James L. Stell - President 

Joseph A. Woods, Jr. - Partner in the law firm of Donahue, Gallagher, 
Thomas & Woods, Oakland, California 
Director Emeritus: Frank S. Richards 

□ Executive Committee 
a Audit Committee 



Mr.Dyer Mr. Frisbee Mr. Stell 
Mr. Ferroggiaro Miss Lanigar 


Wayne H. Fisher - Chairman of the Board and Chief Executive Officer 
James L. Stell - President 

Gerald A. Awes - Chairman of the Executive Committee 
S. Donley Ritchey - Executive Vice President 
Ivan Owen - Senior Vice President and Treasurer 
Morton Godias - Senior Vice President, General Merchandise 
.Richard C. Biagi - Vice President 
Theodore F. Brunner - Vice President 
Kenneth W. Cope - Vice President 
Chester B. England - Vice President 
Robert K. Kenyon - Vice President 
Stuart G. Moldaw - Vice President 
A. Gayle Paden - Vice President 
R. Lee Paulson - Vice President 
Dudley G. Richardson - Vice President 
Leon W. Roush - Vice President 
Relno A. Saari - Vice President 
Jerry J. Sgobassi - Vice President 
Raymond H. Sweeney - Vice President 
Harold B. Johnson - Secretary and Assistant Treasurer 
John A. Button - Assistant Secretary 
John T. Jones - Assistant Secretary 
Jack B. Nicholson - Assistant Secretary 
Delbert J. Peterson - Assistant Secretary 
Operating subsidiaries: 

Hancock Textile Co., Inc. - Robert E. Tedford, President 
Sirloin Stockade, Inc. - J.A. Chick, President 



Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 






